Commonwealth of Massachusetts
Department of Telecommunications and Energy
Fitchburg Gas and Electric Light Company
Docket No. D.T.E. 02-24/25
Record Request Response

Record Request No.: DOER-RR-1

Provide a list of the costs that were disallowed in DTE 99-110, including amounts.
Response:

Attachment DOER-RR-1 (pages 1-6) includes selected pages from Mr. Collin’s pre-filed
testimony in DTE 01-103, FG&E'’s electric reconciliation compliance filing for DTE 99-110.
These pages summarize the various directives established by the Department in DTE 99-110,
and identify FG&E's compliance with each of the directives. In addition, Schedule MHC-8,
Schedule MHC-10 and Schedule MHC-12 from Mr. Collin’s pre-filed testimony in DTE 99-110
are attached hereto (pages 7-21). These schedules detail the amounts disallowed in DTE 99-
110 by year and cost category along with the adjustments made in accordance with the
Department’s directive in 99-110.

Person Responsible: Mark H. Collin
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1 Q. Please identify the various directives established by D.T.E. 99-110, and state
2 whether or not FG&E has complied with each in this filing.
3 A The easiest manner in which to identify the directives and whether FG&E has
4 complied with them is to reference directly the directives from D.T.E. 99-110. I
5 have done so in Table MHC-1, along with summary of the actions FG&E has
6 undertaken to comply with the Department’s directives.
7
TABLE MHC-1
PAGE
REF. ISSUE DIRECTIVE FROM D.T.E. 99-110 COMPLIANCE ACTION
9

Reconciliation Period

Directs FG&E to provide annual filings
that reconcile expenses and revenues on a
calendar year basis and adjust reconciled
rates effective January 1%

All cost and revenues are reconciled
on a calendar year basis for effect
January 1, 2002.

o Reconciliation Period Directs FG&E to use actual expenses and | Actual costs and revenues are used
revenues through September 30 and through September 30, 2001 and
estimated expenses for Oct. 1 through Dec. | estimates for October 1, 2001
31 through December 31, 2002.
12 Post 1995 Capital Disallows a return on post-1995 capital Fixed Component of Transition costs
Additions additions in Fixed Component of have been recast to exclude post
Transition Charge 1995 capital additions.
15 Return on Fixed Allows carrying costs from March 1, 1998 | Fixed Component of Transition costs
Component through Dec. 31, 1998 in Fixed have been recast to reflect only a 10-
Component, only month return on Fixed Component of
(10 month) Transition Charge in 1998.
20

Calculation of Residual
Value Credit - Cost of
SOS actual O&M and
A&G Costs

Directs FG&E to include, as an offset to
the RVC, only those owned generating
facilities' A&G and O&M costs related to
owned generation that were allowed in the
rates approved by the Department in

The Residual Value Credit
calculation has been recast to include
Lost Revenues for owned generation
facilities and to cap A&G and O&M
cost recovery related to owned
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D.P.U.84-145-A for the period March
1998 through divestiture.

generation at the level in rates
approved in the Company’s last base
rate proceeding.

Transition costs have been recast to
exclude all owned generation A&G
and O&M as well as all other power
supply portfolio costs other than the
Above Market Cost of Long Term
Purchase Power.

24 Calculation of Residual | Disallows recovery of LERS/LOGICA Standard Offer Service costs and
Value Credit - costs as part of reconciliation mechanism, Default Service costs have been
LERS/LOGICA and rather finds that FG&E may seek recast to exclude recovery of

recovery of these costs as part of LERS/LOGICA.
distribution expense in a subsequent
electric division rate proceeding.

26 Calculation of RVC - Directs FG&E to include only those The Residual Value Credit
Generation Portfolio generation portfolio management costs calculation has been recast to include
Mgmnt Costs allowed in rates approved by the Lost Revenues for owned generation

Department in D.P.U. §4-145-A for the facilities and to cap A&G and O&M

period March 1998 through divestiture. cost recovery related to owned
generation at the level in rates
approved in the Company’s last base
rate proceeding.
Standard Offer Service costs and
Default Service costs have been
recast to exclude portfolio
management costs.

30 Calculation of RVC - Disallows recovery of $1,489,334 as an The Residual Value Credit
Transaction Costs offset to the RVC for allocated expenses calculation has been recast to include

related to divestiture. Nor may FG&E only allowed transaction expenses of

recover "general restructuring expenses” or | $342, 333.

expenses related to "USC bill-restructuring

efforts." Approved recovery of of Transition costs and Standard Offer

$342,333 via the RVC as A&G related to Service costs have been recast to

divestiture. exclude all other administrative and
transaction costs.

39

Calculation of Fixed
Transition Cost - FAS
109

Approves $1,024,000 in generation-related
FAS 109 regulatory asset balance as a
transition cost, to be adjusted for other
temporary timing differences. (See below)

The Fixed Component of the
Transition Charge has been recast to
include revised Regulatory Asset
balance reflecting D.T.E. 99-110.
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40

Calculation of Fixed
Transition Cost - FAS
109 Regulatory Asset

Directs FG&E to include temporary
differences for those accounts that appear
on Exh. AG-2-10 at 264 in its calculation
of the FAS 109 regulatory asset balance.

The Fixed Component of Transition
costs have been recast to include a
revised Regulatory Asset balance
reflecting Department’s directives on
FAS 109 calculation.

42

Proposal to collect a
return on Default
Service deferrals
through transition
charge

Determines that FG&E may not include
carrying costs on Default Service balances
and such balances are not appropriate as
part of the Transition Charge. Directs
FG&E to account separately for Default
Service deferral and apply interest at prime
pursuant to FG&E's tariff.

The Transition costs have been recast
to exclude default service deferral
balances. Default Service deferral
balances will be accounted for
separately.

48 - 50

Seabrook Amortization
Surcharge Settlement

Directs FG&E to account for the state tax
savings associated with the abandonment
of the Seabrook investment; FG&E must
reduce unamortized Seabrook balance by
$67,000; and finds that FG&E may gross
up the amortization of Seabrook Unit 1 for
both state and federal taxes.

The Unamortized Seabrook balance
has been reduced by $67,000.

53

Future Reconciliation
Filing Requirements

Directs FG&E to adopt Standard
Schedules for Transition Charge; provide
copy of Restructuring Plan; provide pre-
filed Testimony; cross-references akin to
Exh. DTE-18; provide testimony and
supporting documentation for changes and
revisions; file on December 1, with
changes incorporated into rates filed in
D.T.E. 01-07.

2001 Reconciliation Filing
incorporates Department's
requirements.

Does Table MHC-1 set forth a summary of each of the Department's directives

and does it demonstrate that FG&E has complied D.T.E. 99-110?

Yes, it does. FG&E has recast the 1998, 1999, 2000 and 2001 costs for

Transition, Standard Offer Service and Default Service in conformance with the

Department's directives. These recast costs are then reconciled with the actual
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revenues billed to customers under each of these three rate reconciliation

mechanisms.

Mr. Collin, have you performed an analysis to show the impact of these changes
on each of the reconciliation mechanisms?

Yes. SCHEDULE MHC-8, SCHEDULE MHC-10 aAND SCHEDULE MHC-12,
show a comparison of recast costs/ revenues and the costs/revenues previously
included for recovery in each of the reconciliation mechanisms. FG&E excluded
the costs disallowed in D.T.E. 99-110 and provided the major variances between
these recast costs and the cost that had been previously been included for
recovery. These schedules also shows what changed between models due to
changes in methodologies for recovering power supply costs in compliance with
the Department's objective that FG&E develop and use an owned generation Lost

Revenue calculation.

Has FG&E reflected these changes in its financial accounting records?
Yes, FG&E recorded a charge of $5.3 million in the third quarter of 2001,

reflecting the impacts of D.T.E. 99-110 and other restructuring-related orders.
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Please elaborate on what is shown on SCHEDULES MHC-8, SCHEDULE MHC-
10 and SCHEDULE MHC-12.

Since FG&E has been significantly under-collected in each of these rate
reconciliation mechanisms, the net effect of these cost reductions and the change
in rhethodology for recovering power supply costs is to adjust the under-recovered
balance, or deferral balance, for each mechanism. In particular, the application of
the owned generation Lost Revenue calculation that the Department directed the
Company to perform resulted in a movement of power supply costs (net of the
Above Market Cost of Long Term Purchase Power, which continues to be
recovered in the Transition Charge) out of the Transition Charge. In the recast
reconciliation models these cost have been moved into Standard Offer and Default
Service for the period that FG&E’s power supply portfolio was used to serve
Standard Offer Service and Default Service. In this way, these power supply
costs are recast and accounted for and tracked in Standard Offer Service and
Default Service as appropriate. Furthermore, any owned generation-related costs
recovered in the Standard Offer and Default Service are reduced by a like amount
in the Lost Revenue calculation to protect against double recovery. This
treatment also ensures that the level of owned generation-related cost recovered
does not exceed the generation cost of service filed in D.P.U. 84-145. There will

be a more detailed discussion of this later on in my testimony.
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Does the methodology change the level of purchased power costs recovered by
FG&E to serve Standard Offer Service and Default Service?

No. While the methodology reallocated these purchase power costs to Standard
Offer Service and Default Service from Transition Service for accounting and
reconciliation purposes, the total level of purchased power supply costs recovered
remains unchanged from that previously filed through the year 2000

Reconciliation filing.

How is the Department assured that the amount has not changed?

FG&E has provided a schedule intended to prové that the level of purchased
power costs has not changed. See SCHEDULE MHC-14. The purchased-power
related cost for 1998-2000 for the Transition Charge, Standard Offer Service and
Default Service net to zero when the recast costs are compared to the costs

previously included in the reconciliation mechanisms.

TRANSITION CHARGE

Please explain what the Transition Charge is and how the Transition Charge is

calculated.
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SCHEDULE MHC-8

RECONCILIATION OF TRANSITION CHARGE COSTS AND REVENUES
- ACTUAL VS. RECAST
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